City University of New York (CUNY)

CUNY Academic Works
Capstones

Craig Newmark Graduate School of Journalism

Fall 12-14-2018

ADAPTING TO $15: As the Minimum Wage Approaches $15 in
NYC, Business Owners Are Finding Ways to Make it Work
Alexandra Semenova
Craig Newmark Graduate School of Journalism

Sharif Paget
Craig Newmark Graduate School of Journalism

How does access to this work benefit you? Let us know!
More information about this work at: https://academicworks.cuny.edu/gj_etds/304
Discover additional works at: https://academicworks.cuny.edu
This work is made publicly available by the City University of New York (CUNY).
Contact: AcademicWorks@cuny.edu

Created with


E N J OY

ADAPTING TO $15

As the Minimum Wage Approaches $15 in NYC, Business Owners
are Finding Ways to Make it Work

By A L E X A N D R A S E M E N O VA A N D S H A R I F P A G E T
DECEMBER 28TH, 2018
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Colin Cento tells his food couriers to take on additional gigs from delivery services such as Uber Eats
and Postmates, even as they work for him. Cento, who co-owns a chain of three fast-casual restaurants
in Lower Manhattan called Poke Green, encourages them to supplement their income with the extra
jobs because he pays them as contractors rather than sta employees and only for the hours of heaviest
demand.
Outsourcing delivery workers is one of several measures Cento has taken to curb operational costs as
the minimum wage has increased sharply to avoid raising prices for his customers.
Like Cento, many of New York City’s business people have been able to adapt to higher labor costs
through innovation and by increasing e ciency and revamping existing strategies, proving that
concerns rising wages would hurt small businesses and lead to losses in low-wage jobs are so far
misplaced. The survival of skeptical small businesses and a steady increase in jobs show that wage
increases have been manageable and even fueled broader economic growth.
“There are restaurants opening everywhere, so if minimum wage gets in the way of our decision
making, it just leaves the door open for somebody else,” Cento said. “As business owners, we have to
just gure out a way to make it work, whether that’s cutting a cost somewhere or adding a cost
somewhere else.”
Since 2015, the number of full service restaurant jobs in New York has increased by more than 4
percent and the number of full-service establishments, 10 percent, according to a joint study by the
Institute for Policy Studies and the Restaurant Opportunities Center United. The agencies’ research
found that restaurant workers also saw a salary increase of 10 percent.
The numbers show the same story for retail and health care, two other industries opponents said
would be hurt by wage increases.
“A lot of critics of minimum wage increases have cried wolf for so many years and it hasn’t happened,”
said Yana van der Meulen Rodgers, an economist and professor of labor studies and employment
relations at Rutgers University’s School of Management and Labor Relations. “Rigorous econometric
studies have shown that the disemployment e ects critics were projecting just have not happened.’’
PHASING IN HIGHER PAY
By January, the minimum wage in New York City will have more than doubled to $15 from $7.25 per
hour since 2013. The 2016 law that instituted the most signi cant hikes is being phased in elsewhere in
the state. At the same time, the city has seen a broad economic expansion with rising wages across all
income brackets.

New York State Minimum Wage Schedule
The Minimum Wage rates are scheduled to increase each year on 12/31 until they reach $15.00 per hour. Employers must post a Minimum Wage Information poster in their establishment.
Location

12/31/16

12/31/17

12/31/18

12/31/19

12/31/20

2021*

NYC - Large Employers (of 11 or more)

$11.00

$13.00

$15.00

NYC - Small Employers (10 or less)

$10.50

$12.00

$13.50

$15.00

Long Island & Westchester

$10.00

$11.00

$12.00

$13.00

$14.00

$15.00

Remainder of New York State

$9.70

$10.40

$11.10

$11.80

$12.50

*

* Annual increases for the rest of the state will continue until the rate reaches $15 minimum wage (and $10 tipped wage). Starting 2021, the annual increases will be published by the Commissioner of Labor on or before October 1.
They will be based on percentage increases determined by the Director of the Division of Budget, based on economic indices, including the Consumer Price Index.
Chart: Alexandra Semenova, Sharif Paget • Source: New York State Department of Labor • Get the data • Created with Datawrapper

“And at the lower end, one of the reasons that there's been this upward pressure is the minimum wage
increase,” said economist James Parrott, the director of economic and scal policy at the Center for
New York City A airs at The New School.
Paying more results in workers who are more e cient, according to Teó lo Reyes, research director at
the Restaurant Opportunities Center United and one of the experts who conducted the study
examining the impact of minimum wage increases on food establishments. It also lowers training costs
associated with new hires because workers stay around longer.
“You have employees who are more committed to these establishments, they are happier to work there
and they're less inclined to leave,” Reyes said. “So that leads to reduced turnover.”
Charles Branstool, owner of Exit9 Gift Emporium, is already paying his employees above $15 per hour
and is convinced higher wages improved his retention.
“It’s expensive to nd good people, and it’s expensive when good people leave because they have a
better prospect,” Branstool said. “Being able to stay more competitive allows them to stick around.”
WORKER RETENTION AND BETTER BUSINESS
A recent national study conducted by Harvard Business School found that only restaurants that were
already performing poorly have closed as a result of increased labor costs associated with minimum
wage hikes. The 2017 report, which examined data from the online review platform, Yelp, stated that a

one-dollar increase in the minimum wage leads to a 14 percent increase in the likelihood of exit for a
3.5-star-rated restaurant but has no discernible impact on a 5-star restaurant.
“There appears to be a relationship between management of a business and its ability to handle wage
increases,” Reyes said. “A business that is poorly managed is going to have di culty succeeding under
pretty much any circumstance.”
Since having to up his workers’ salaries, Cento has not had to lay anyone o —and he doesn’t expect to
when wages go up again in January. But he has switched food suppliers, explored di erent delivery and
logistics options to reduce costs and considered o ering discounts to customers who pay in cash to
avoid incurring additional credit card fees. He also encourages diners to order directly from the shop
rather than use an online delivery platform that keeps a roughly 30 percent cut of the sale.
“These are all things that we're working on to not force our prices to go up,” he said.
Carmen Rodriguez, owner of the Williamsburg-based bakery, Brooklyn Cupcake, has made e orts to
launch new products to help rival competitors, including a dairy and egg-free cupcake line when the
new vegan restaurant opened next door. She added ice cream to the menu for the rst time this
summer and upped her social media strategy to promote the business.
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There has been evidence some eateries have instituted small price increases but surveys and continued
spending have a rmed that customers are willing to pay them. Additionally, workers who have
bene tted from the wage hike are likely to spend it on eating out, research shows.
Employers in New York City’s fast food and restaurant industries have also increased innovation in
terms of sourcing, fresh produce and establishing good farm-to-market connections, Parrott said.
Cento, for example, continues to buy sh directly from China because of its quality despite trade
tension-induced price increases. But he goes across the street to buy greens for the poke bowl base in
bulk at Whole Foods because it is cheaper and he can buy smaller portions more frequently to ensure
freshness. He has also revamped the menu at the fast-casual Japanese joint. He added Thai-style rolled
ice cream and a variety of exclusive Asian soups that can’t be found at competing eateries.
“Businesses are having to adapt and be more innovative, be more e cient in the way they utilize
workers and produce,” Parrott said. “The result at the end of the day is you get more competitive
businesses who are able to pay workers a higher wage.”
HELP FROM THE STATE
When the $15 wage was initially proposed, the health care sector was among its most vocal opponents,
concerned over how signi cant the cost would be for hospitals and home care agencies. The Home
Care Association estimated in 2016 it would cost hospitals $570 million and home care agencies up to
$1.7 billion per year due to 24-hour shifts many low-wage workers in the industry work. Some also
argued that if low-wage, low-skill workers were being paid as much as $15 per hour, the rate of higherskilled employees would have to be raised signi cantly.

The industry has been able to o set much of the cost by winning higher Medicaid reimbursement and
other funding. About 90 percent of services provided by home health and personal care aides in New
York State are funded by the Medicaid program.

NYS Minimum Wage Cost in Medicaid
Enacted Budget Financial Plan for Fiscal Year 2018, 2019
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The Financial Plan reflects increases in Medicaid spending of $125 million in FY 2019, growing to $300 million by FY 2022. The Enacted Budget funding for minimum wage increases for health care workers who provide services
that are reimbursed by Medicaid is expected to total $703 million in FY 2019.
Chart: Alexandra Semenova, Sharif Paget • Source: New York State Division of the Budget • Get the data • Created with Datawrapper

But the industry has acted as well with consolidations, mergers and acquisitions. And growth in the
healthcare sector remains strong, with home health care accounting for almost one third of all New
York City employment growth in 2018, up from about 25 percent in the last two years, according to
the New York City Independent Budget O ce’s most recent scal outlook report.
“We have to work to attract employees because there are so many home care agencies out there,” said
Natalie Quinones, corporate o ce manager of Preferred Home Care of New York, a home and
personal care service with over 5,000 employees.
Retailers are coping too. Estimates showed that once New York’s minimum wage is fully phased in,
operating costs for retailers will be a ected by only 0.2 percent. This ranks low when compared to food
manufacturing, 0.8 percent, or restaurants, 7.1 percent.
The sector’s challenges stem primarily from having to fend o competition from Amazon,
noted David Belkin, senior economist at the New York City Independent Budget O ce.
Branstool believes the best way brick and mortar stores can compete with online retail is by providing
customers with a great in-store experience that makes them want to come back. And the way that

happens is by paying and treating workers well to make them more enthusiastic to work there.
Wage growth and tightness in the labor market have also led employers into implementing better
bene ts, including more schedule exibility and better paid leave policies, especially during the holiday
season when worker demand spikes.
In addition to rising wages, the evidence of economic harm is simply nowhere to be found.
Since late 2015, the unemployment rate has decreased in New York City to 4.3 percent from 5.1
percent, and to 4.5 percent from 4.9 percent on the state level, according to government data. The
number of people in low-wage industries has largely stayed the same.
“You nd studies that say this, and you nd studies that say that, but the average studies show that
there are pretty limited employment consequences and pretty serious, large, positive earnings increases
for low wage workers after a minimum wage increase,” said Ben Zipperer, an economist specializing in
minimum wage, inequality and low-wage labor markets at the Economic Policy Institute.
Some business owners say they have had to lay o workers and remain fearful of the full impacts of
labor cost increases when the minimum wage reaches $15 an hour.
FULL IMPACT STILL TO COME
Josef Itskovich, owner of the Midtown-based handbag manufacturing shop, Baikal, has had to lay o
35 percent of his sta since 2016. Although, he admitted other factors such as soaring rent and foreign
competition have played a role. Rodriguez of Brooklyn Cupcake has let two workers go as well.
Robert Brusca, an economist at his New York-based consulting rm Fact and Opinion Economics and
a critic of minimum wage increases, expects more casualties to show up in the coming years.
“Right now, the job market is too tight and the minimum wage legislation is still working its way
through the system,” Brusca said. “But in time, a rm may realize it is not making its way into this new
cost structure and will have to make decisions that will cost people jobs.”
That is exactly what Rodriguez worried about.
“My biggest fear is that our doors will close if we can't meet this or that,” she said.

© 2018 Alexandra Semenova and Sharif Paget

E N J OY

0

  



ALEXANDRA SEMENOVA
AND SHARIF PAGET
SUBSCRIBE TO POSTS FROM
ALEXANDRA SEMENOVA AND
SHARIF PAGET
Enter your email address

S U B S C R I B E TO P O ST S

By subscribing to the mailing list of Alexandra Semenova
and Sharif Paget your email address is stored securely,
opted into new post notiﬁcations and related
communications. We respect your inbox and privacy, you may
unsubscribe at any time.
P R I VA CY P O L I CY

T E R M S O F S E RV I C E

Story Published With


G E T S TA R T E D F O R F R E E

